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Please refer to the above audit control number in all correspondence relating to this report.
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NOTICE

Statements that financial and/or managerial practices need improvement or recommendations
that costs questioned be refunded or unsupported costs be adequately supported, as well as other
conclusions and recommendations in this report, represent the opinions of the Office of Inspector
General.  Determinations on these matters will be made by the appropriate U.S. Department of
Education officials.  In accordance with the Freedom of Information Act (5 U.S.C. �552), reports
issued by the Office of Inspector General are available, if requested, to members of the press and
general public to the extent information contained therein is not subject to exemptions in the Act.



Table of Contents

Audit of the Student Support Services Project Administered by
Mount Senario College, Ladysmith, Wisconsin
Control Number ED-OIG/A05-A0003

Transmittal Letter

Executive Summary ..............................................................................................1

Audit Results

Finding No. 1 Federal Grant Funds Used to Pay Project Staff
for Services Provided to Non-Project Participants ...................... 3

Finding No. 2 Documentation Did Not Support Use of All
Federal Grant Funds ...............................................................................7

Finding No. 3 Documentation Did Not Support Achievement
of All Objectives......................................................................................9

Finding No. 4 Ineligible Students Enrolled in the Project.................................. 11

Background ............................................................................................................................................... 13

Objectives, Scope, and Methodology ......................................................................................... 14

Statement on Management Controls ......................................................................................... 15

Appendix

Auditee Comments .....................................................................................................................A-1



UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF INSPECTOR GENERAL

THE INSPECTOR GENERAL

SEP 28, 2000

Control Number ED-OIG/A05-A0003

Norman Stewart, Ph.D., LL.D.
President
Mount Senario College
1500 College Avenue West
Ladysmith, Wisconsin  54848

Dear Dr. Stewart:

Enclosed is our final audit report entitled Audit of the Student Support Services Project
Administered by Mount Senario College, Ladysmith, Wisconsin.   The report incorporates the
comments you provided in response to the draft audit report.  If you have any additional
comments or information that you believe may have a bearing on the resolution of this audit, you
should send them directly to the following U.S. Department of Education official, who will
consider them before taking final action on the audit:

Lee Fritschler
Assistant Secretary
Office of Postsecondary Education
U.S. Department of Education
Room 7115
1990 K Street, NW
Washington, D.C.  20006

Office of Management and Budget Circular A-50 directs Federal agencies to expedite the
resolution of audits by initiating timely action on the findings and recommendations contained
therein.  Therefore, receipt of your comments within 30 days of the date of this report would be
greatly appreciated.

In accordance with the Freedom of Information Act (5 U.S.C. §552), reports issued by the Office
of Inspector General are available, if requested, to members of the press and the general public to
the extent information contained therein is not subject to exemptions in the Act.
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If you have any questions, please contact Gerald Michalski, Acting Regional Inspector General
for Audit, Chicago, Illinois at 312-886-6503.  Please refer to the above audit control number in
all correspondence relating to this report.

Sincerely,

[SIGNED]

Lorraine Lewis
Inspector General
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Executive Summary
Mount Senario College (Mount Senario) of Ladysmith, Wisconsin, did not always administer its
Student Support Services project (Project) according to Sections 402A and 402D of the Higher
Education Act of 1965, as amended, and Title 34 Code of Federal Regulations (CFR) Parts 74,
75, and 646.  Our audit of the Project for the period September 1, 1998, through August 31, 1999
(1998-1999 project year), disclosed that Mount Senario lacked adequate management controls,
including written policies and procedures and an adequate system of financial management, over
the Project.  Due to the inadequate management controls, Mount Senario

1. used Federal funds to pay Project staff for services provided to non-Project participants,

2. could not account for all funds received,

3. could not support all achievements included in its performance report, and

4. enrolled students who did not meet the requirements to participate in the Project.

We recommend that the Assistant Secretary, Office of Postsecondary Education, require Mount
Senario to

1. refund excess salary and fringe benefit costs of $49,200,

2. refund $11,680 in costs for which it could not provide supporting documentation,

3. implement its newly developed written policies and procedures for administering its Project,
and

4. implement its newly developed written policies and procedures for operating an adequate
system of financial management.

Auditee Comments

Mount Senario did not concur with finding number 1 or the recommended refund related to that
finding.  In its written response, Mount Senario stated that it served 216 students during the
1998-1999 project year.  Mount Senario also stated that 198 of the 216 students were low-
income students, first generation college students, or individuals with disabilities.

Mount Senario concurred with finding number 2 and finding number 3 and the corresponding
recommendations.  Finally, Mount Senario indicated that only 1 of the 30 students cited in our
draft report (finding number 4) did not meet the requirements to participate in the Project.  See
Appendix for Mount Senario’s written comments in their entirety.  Because the supporting
documentation Mount Senario provided included personal identifiers and was voluminous, we
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are forwarding the supporting documentation to the Assistant Secretary, Office of Postsecondary
Education, under separate cover.

OIG Response

Based on comments received, we revised finding number 1.  We revised our estimation method
and lowered the recommended refund amount from $64,550 to $49,200.

We also made minor changes to the recommendations for all four findings to show that Mount
Senario has developed written policies and procedures for its Project and its financial
management system.
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Audit Results
Mount Senario did not always administer its Project according to 34 CFR Parts 74, 75, and 646.
Though Mount Senario's Project expenses did not exceed the approved budgeted amounts,
Mount Senario could not demonstrate that it (1) claimed only allowable and adequately
supported expenses, (2) accounted for and completely and accurately reported on the use of
Project funds, and (3) provided services only to the number of eligible participants required
under its agreement with the U.S. Department of Education.

Finding No. 1 Federal Grant Funds Used to Pay Project Staff for Services
Provided to Non-Project Participants

Staff Paid for Services
Provided to Non-Project
Participants

Mount Senario used approximately $98,400 of Federal
funds to pay the salaries of 3 Project staff members.
Approximately $49,200 is attributable to the time the 3
staff members spent providing services and teaching
remedial classes to non-Project participants.  We defined a
non-Project participant as a student not listed on Mount
Senario’s roster of 150 Project participants.  Mount Senario
also charged students, including eligible Project
participants, tuition for the remedial classes.

During the Fall 1998 and Spring 1999 semesters, Mount
Senario offered 4 different types of remedial classes (Basic
English I, Basic English II, Basic Math I, and Basic Math
II).  It offered 2 Basic English I, 4 Basic English II, 2 Basic
Math I, and 2 Basic Math II classes.  Our review of class
rosters disclosed that non-Project participants exceeded 50
percent of total enrollment in 7 of the 10 remedial classes
offered during those 2 semesters.  For example, 9 of 16
students enrolled in one of the Fall 1998 Basic English II
classes were not Project participants.  Also, 12 of 19
students enrolled in the Spring 1999 Basic Math II class
were not Project participants.  We also found that the
Spring 1999 Basic English I and 1 of the Basic English II
classes had no Project participants enrolled.

We could not review records documenting tutoring
provided to Project participants because they were
incomplete and in some cases non-existent.  As an
alternative, we interviewed the Project staff members who
provided tutoring.  Two of them estimated that about 50
percent of the students they served were not Project
participants.
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34 CFR 646 Requires All
Activities to Be Related to
the Project's Objectives

Title 34 CFR 646.30 requires costs to be reasonably related
to the objectives of the project.  Such costs would include
the cost of remedial classes, provided the classes are
limited to eligible Project participants and participants are
not charged tuition for classes paid for by the Project.  Title
34 CFR 646.30, in part, further requires costs to be for
services that have as their purpose the improvement of
participants' academic progress.  Additionally, Title 20
U.S.C. 1070a-14(c) states, in part, that, in approving
applications for student support services projects under this
chapter for any fiscal year, the Secretary requires an
assurance that not less than two-thirds of the persons
participating in the project be individuals with disabilities
or low-income individuals who are first generation college
students.  The institution also must determine, for each
participant in the project, that the participant has a need for
academic support in order to pursue successfully a program
of education beyond secondary school.

About $49,200 in Salary
and Fringe Benefit Costs
Were Not Used to Advance
the Project

Mount Senario employed 3 staff members (exclusive of the
Project Director and Secretary) during the 1998-1999
project year.  It used Project funds totaling $98,400 to pay
their salaries and related fringe benefits.

Given that Project staff taught remedial classes whose
enrollment consisted of at least 50 percent non-Project
participants, and given that Project staff estimated about 50
percent of the students they tutored were non-Project
participants, we estimate that Project staff members spent
approximately 50 percent of their work week providing
services to non-Project participants.  Given that Mount
Senario charged the Project $98,400 to cover the salaries
and related fringe benefits of the 3 Project staff members,
we consider approximately $49,200 (50 percent of
$98,400) of the Project staff members’ salaries and related
fringe benefits were not used to advance the Project.
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Participants' Eligibility for
Tutoring and Remedial
Classes Was Not
Determined Properly

Mount Senario�s Admissions Committee reviewed the
applications of incoming students.  The Admissions
Committee judgmentally determined which students
needed tutoring and remedial classes.  It sent these students
to the Project office.  Mount Senario did not ensure that
only those students eligible to participate in the Project
received tutoring or enrolled in the remedial classes.

RECOMMENDATIONS We recommend that the Assistant Secretary, Office of
Postsecondary Education, require Mount Senario to

1.1. refund $49,200 in salary and related fringe benefit
costs; and

1.2. implement its newly developed written policies and
procedures to ensure that

remedial classes and tutoring funded under the
Project are limited to eligible participants only;

students are not charged tuition for remedial classes
paid from grant funds; and

at least two-thirds of the students served with Project
funds are low-income and first generation college
students or individuals with disabilities.

Auditee Comments Mount Senario did not concur with the finding or with
recommendation 1.1., stating that it served 216 students
during the 1998-1999 Project year.  It stated that 198 of the
216 students were low-income, first generation, or
individuals with disabilities.  Mount Senario stated that it
served 48 more eligible participants than the 150 it agreed
to serve.  It also stated that it did not intentionally charge
students tuition for remedial classes, claiming that it only
charged 1.6 percent of the students tuition for their
remedial classes.  As a result, Mount Senario asked that the
recommended refund be waived.
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Auditor Response We made changes to the finding and recommendations
based on comments received.  However, after reviewing
Mount Senario’s written comments, we did not eliminate
the finding.  We also do not agree with waiving the
recommended refund.  Mount Senario claimed that of the
216 students it identified as served by the Project during
the project year, 198 were eligible as low-income, first
generation, or individuals with disabilities.  This statement
may be true, but it does not address the program
requirement that two-thirds of the persons participating in
the project be low-income individuals who are first
generation college students or individuals with disabilities.
Of the 216 students it claims it served during the Project
year, Mount Senario identified only 111 (or about 51
percent) who were low-income individuals who were also
first generation college students or individuals with
disabilities.

On the roster it provided us during our field work, Mount
Senario only included 150 students as Project participants
because it would only meet the two-thirds requirement if it
limited participation to approximately that many students.
Additionally, in its response to the draft audit report as in
its response to the finding point sheet we provided to it on
February 10, 2000, Mount Senario did not provide
documentation showing that it made a determination of
need for each of the 198 students it now claims were
eligible to participate in the Project.

Regarding tuition, the College submitted only a narrative
description, stating that 121 students took remedial classes
and only 1.6 percent were charged tuition.  However, it
provided no evidence to support  this assertion.
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Finding No. 2 Documentation Did Not Support Use of All Federal
Grant Funds

Mount Senario Could Not
Provide Records to Support
All Costs Charged to the
Project

The U.S. Department of Education awarded Mount Senario
$187,200 for the 1998-1999 project year.  Mount Senario
received the entire $187,200.  However, it could only
provide us with receipts and records to support expenses of
$175,520.

Title 34 CFR 74.21 requires financial management systems
that provide for records that adequately identify the source
and application of funds.  Also, Title 34 CFR 74.73(a)
states that any funds paid to a recipient in excess of the
amount to which the recipient is finally determined to be
entitled under the terms and conditions of the award
constitute a debt to the Federal Government.

Mount Senario Could Not
Demonstrate $11,680 Used
to Advance the Project

Mount Senario could only provide support for Project
expenses of $175,520 ($162,519 in direct expenses and
$13,001 in related indirect expenses).  Therefore, Mount
Senario cannot demonstrate that it used the difference of
$11,680 ($187,200-$175,520) to advance the Project.

Inadequate Financial
Management System Did
Not Clearly Identify
Sources and Applications of
Grant Funds

Mount Senario did not have a financial management
system that clearly identified the sources and applications
of grant funds.  For example, the salary costs per the
accounting records ($129,359) were $5,381 less than the
salary costs per the approved budget ($134,740).
Additionally, in its report on the audit of Mount Senario's
financial statements as of and for the year ended June 30,
1998, Mount Senario's independent audit firm noted
significant deficiencies that could adversely affect Mount
Senario's ability to record, process, summarize, and report
financial data.

RECOMMENDATIONS We recommend that the Assistant Secretary, Office of
Postsecondary Education, require Mount Senario to

2.1. refund $11,680; and

2.2. implement its newly developed written policies and
procedures for a financial management system that
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1. clearly identifies the sources and applications of
grant funds; and

2.   ensures maintenance of receipts or other records
that clearly support all outlays related to the
Project.

Auditee Comments Mount Senario concurred with the finding and the
recommendation to develop and implement an adequate
system of financial management.  It did not disagree with
the recommended refund.  In its response, Mount Senario
provided a copy of the policies and procedures manual for
financial management that it created in August 2000.

Auditor Response We made a minor change to the recommendation to reflect
that Mount Senario has developed written policies and
procedures.  If Mount Senario follows its new manual,
management will have reasonable assurance that the
Project is complying with Federal regulations.
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Finding No. 3 Documentation Did Not Support Achievement of All
Objectives

Documentation Was Not
Sufficient to Show
Achievement of All
Objectives

Mount Senario�s grant proposal outlined 12 objectives that
it would achieve during the Project period.  In its
performance report dated November 15, 1999, Mount
Senario reported achieving 11 objectives and partially
achieving 1 objective.  However, the documentation Mount
Senario provided was not sufficient to show that Mount
Senario achieved 8 of the 12 objectives.

Title 34 CFR Parts 74.51(d)(1) and (2) state, in part, that
performance reports must generally contain a comparison
of actual accomplishments with the goals and objectives
established for the period and the reasons why the recipient
did not meet established goals, if appropriate.  Also, Title
34 CFR 74.51(a) states, in part, that recipients are
responsible for managing and monitoring each project,
program, sub-award, function, or activity supported by the
award.  Finally, Title 34 CFR Parts 75.732(a) and (b)(1)
state, in part, that a grantee shall keep records of significant
project experiences and results.  The grantee shall use the
records to determine progress in accomplishing project
objectives.

U.S. Department of
Education Did Not Have
Sufficient Information to
Determine Appropriate
Funding

The U.S. Department of Education awarded Mount Senario
$187,200 for the 1998-1999 project year to provide
services to Project participants through 12 objectives.
During the 1998-1999 project year, Mount Senario could
only provide evidence that it achieved 4 objectives.  Title
34 CFR 74.62 states that if a recipient materially fails to
comply with the terms and conditions of an award,  the
Secretary may, among other actions, wholly or partly
suspend or terminate the current award or withhold further
awards for the project.

Controls Over Monitoring
and Maintenance of
Documentation Needed
Strengthening

Mount Senario�s former Project Director resigned in
August 1999.  In October 1999, a new Project Director
reported for duty.  The former Project Director and Mount
Senario officials responsible for overseeing the Project did
not closely monitor the progress toward achieving the
Project's objectives.  Also, Mount Senario did not have
written policies and procedures for administering the
Project.  Consequently, the Project office did not
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consistently compile documentation to support
achievement of objectives.  The Project Director told us he
has instituted new procedures.

RECOMMENDATIONS We recommend that the Assistant Secretary, Office of
Postsecondary Education, require Mount Senario to

3.1. implement its newly developed written policies and
procedures for administering its Project;

3.2. maintain documentation, as described in its grant
proposal, to support every objective it reports as
achieved; and

3.3. ensure that all the information in its annual
performance report is accurate and supported fully.

Auditee Comments Mount Senario concurred with the finding and
recommendations.  With its written response, Mount
Senario provided a copy of the Student Support Services
policies and procedures manual it developed in August
2000.

Auditor Response We made a minor change to the recommendation to reflect
the newly developed policies and procedures manual.  If
Mount Senario follows its new manual, management will
have reasonable assurance that the Project is complying
with Federal regulations.
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Finding No. 4 Ineligible Students Enrolled in the Project

Ineligible Students
Registered As Project
Participants

Mount Senario registered students as Project participants
who did not qualify as low-income or first generation
college students or individuals with disabilities.  We
reviewed records for 30 randomly selected participants
(from a universe of 150).  Mount Senario enrolled 2 of the
30 (6.7 percent) participants in the Project even though
they had incomes in excess of the low-income amounts
established for the TRIO programs, were not first
generation college students, and were not individuals with
disabilities.

Title 34 CFR 646.3 states, in part, a student is eligible to
participate in a Student Support Services project if the
student is (1) a low-income individual (as defined by the
TRIO program), (2) a first generation college student, or
(3) an individual with disabilities.  Title 34 CFR 646.32(a)
(2) states that a grantee shall determine the low-income
status of an individual on the basis of the documentation
described in section 402A(e) of the Higher Education Act.

Serving Ineligible
Participants Keeps Mount
Senario from Using Funds
to Serve Eligible
Participants

Mount Senario received $187,200 for the 1998-1999
Project year.  Applying our sample rate of 6.7 percent of
the population being ineligible to participate in the Project,
Mount Senario might have used $12,542 to serve students
who were not eligible for services under the Project.
Enrolling ineligible participants prevents Mount Senario
from serving eligible participants.  Title 34 CFR
646.20(a)(2)(i) states that the U.S. Department of
Education evaluates the applicant on prior experience in
delivering services under the grant.  Had the U.S.
Department of Education known Mount Senario was
serving ineligible participants during the 1998-1999 project
year, it might not have funded the 1999-2000 grant in its
entirety.

Controls Were Not in Place
to Verify Participants��
Status

The Financial Aid office determined each participant's
eligibility to participate in the Project under the low-
income requirement.  The Project office could access the
financial aid records through Mount Senario's computer
system.  However, neither the Project nor the Financial Aid
office verified that computerized information agreed with
source documentation.
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RECOMMENDATIONS We recommend that the Assistant Secretary, Office of
Postsecondary Education, require Mount Senario to

4.1. implement its newly developed written policies and
procedures to ensure that participants enrolled in the
Project meet the eligibility requirements, and

4.2. maintain documentation that supports each
participant's eligibility status.

Auditee Comments Mount Senario did not concur with the finding, stating that
only one of three participants cited in the draft audit report
was ineligible.  It also stated that it took corrective action
and developed policies and procedures for the Student
Support Services project.  With its written response, Mount
Senario included the policies and procedures manual it
developed in August 2000.

Auditor Response Based on Mount Senario’s comments, we revised the
finding and recommendation.  We reviewed the
documentation Mount Senario previously provided.  Based
on the financial aid and Project information we were
previously provided, 2 of the 3 participants cited in the
draft audit report were ineligible to participate in the
Project because they were not low-income individuals or
first generation college students.  Therefore, we indicated
that 2 of 30 participants in our sample were ineligible.  We
also revised the recommendation to reflect that, subsequent
to our draft audit report, Mount Senario developed written
policies and procedures.

If Mount Senario follows its new manual, management will
have reasonable assurance that the Project is complying
with Federal regulations.
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Background
Mount Senario College Mount Senario is an independent, four-year private non-

sectarian liberal arts college for men and women in
Ladysmith, Wisconsin.  Mount Senario is accredited by the
North Central Association of Colleges and Schools and is
approved by the Wisconsin Department of Public
Instruction.

The Student Support
Services Program

For the 1998-1999 project year, Mount Senario received a
Student Support Services grant award of $187,200 (Grant
number PO42A70311-98).  The grant provides funds for
projects designed to (1) increase college retention and
graduation rates for eligible students, (2) increase the
transfer rates of eligible students from two-year to four-
year institutions, and (3) foster an institutional climate
supportive of the success of low-income and first
generation college students and individuals with
disabilities.  At least two-thirds of the participants must be
individuals with disabilities or individuals from low-
income families who are first generation college students.

Sections 402A (Federal TRIO Programs) and 402D
(Student Support Services) of the Higher Education Act of
1965, as amended [20 U.S.C. 1070a-11 and 14], authorize
this program.  The program also is governed by the
regulations codified in Title 34 CFR Parts 74, 75, and 646.
All regulatory citations in the report are to the codification
in effect as of July 1, 1998.
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Objectives, Scope, and Methodology
Objectives and Scope The objectives of our audit were to determine whether, for

the period September 1, 1998, through August 31, 1999,
Mount Senario

1. accounted for and completely and accurately reported
on the use of Project funds;

2. claimed only expenses that were allowable and
adequately supported;

3. claimed expenses that did not exceed the approved
budgeted amounts; and

4. demonstrated that it provided only eligible services to
the number of eligible participants required under its
agreement with the U.S. Department of Education.

Methodology To achieve our objectives, we interviewed selected Mount
Senario personnel.  We also reviewed

1. background information such as the school catalog and
organization chart;

2. the audit report prepared by Mount Senario�s
independent public accountant for the period July 1,
1996, through June 30, 1998;

3. bank statements;
4. accounting records related to Mount Senario�s system

for requesting, accounting for, and using grant funds;
5. administrative records related to Mount Senario�s

selection of eligible project participants and submission
of required reports;

6. documents supporting all non-payroll expenditures that
exceeded $100; and

7. 30 (of 150) randomly selected Project participant
records.

We conducted field work at Mount Senario in Ladysmith,
Wisconsin, during the period November 3, 1999, through
February 4, 2000.  We conducted the audit according to
government auditing standards appropriate to the scope of
review described.
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Statement on Management Controls
System of Management
Controls Was Unreliable

We reviewed Mount Senario's management controls over
its administration of the Project.  Specifically, we reviewed
controls over (1) requesting, accounting for, and using
Project funds; (2) determining the eligibility of services
rendered; (3) selecting Project participants; and (4)
submitting required reports.  Our assessment disclosed
significant management control weaknesses that adversely
affected Mount Senario's ability to administer the Project.
These weaknesses included nonexistent written procedures,
an inadequate financial management system, and deficient
file maintenance procedures.  These weaknesses and their
effects are discussed in the Audit Results section of this
report.
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AUDITEE COMMENTS
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